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PROCEDURAL HISTORY

On July 10, 2000, Northern States Power Company d/b/a Xcel Energy (Xcel or the Company) filed
its 2000-2014 Resource Plan (Resource Plan) and filed a supplement on September 6, 2000. The
Company's plan was assigned to this docket.

Between November 9 and March 5, 2001, the Commission received comments and reply
comments on the Company's Resource Plan from the following: Michael O. Leavitt, Governor of
Utah; the Minnesota Department of Commerce (the Department); Communities United for
Responsible Energy (CURE); North American Water Office (NAWO); Center for Energy and the
Environment (CEE); the Residential and Small Business Utilities Division of the Office of the
Attorney General (RUD-OAG); Reliant Energy Minnegasco (Minnegasco); Mississippi Corridor
Neighborhood Coalition (MCNC); the Prairie Island Indian Community (Pl Community);
Minnesotans for an Energy-Efficient Economy (ME3); the |1zaak Walton League of America
(IWLA); and Clean Water Action Alliance.

The Commission met on June 7, 2001 to consider the Company's Resource Plan.

FINDINGS AND CONCLUSIONS

l. RESOURCE PLANNING IN GENERAL

The resource planning statute and rules are detaled, but they basically require utilitiesto file
biennial reportson (1) the projected energy needs of their service areas ove the next 15 years;

(2) their plans for meeting projected need; (3) the analytical process they used to develop thar
plans for meeting projected need; and (4) their reasons for adopting the specific resource mix
proposed to meet projected need. Mim. Stat. § 216B.2422 and Minn. Rules Chapter 7843. These
requirements are designed to strengthen utilities' long term planning processes by providing input
from the public, other regulatory agencies, and the Commission.
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Although the Commission must approve, reject, or modify the resource plans of investor-owned
utilities, the resource planning processis largely collaboraive and iterative.

It is collaborative because there are few hard facts dictating resource choices or deployment
timetables. The facts on which resource decisions depend -- how quickly an area and its need for
electricity will grow, how much electricity will cost over the lifetime of a generating facility or a
purchased power contract, how much conservation potential the service area holds and at what cost
-- all require the kind of careful judgment which sharpens with exposure to the views of engaged
and knowledgeabl e stakehol ders.

It isiterative because analyzing future energy needs and preparing to meet them is not a steic
process; strategies for meeting future needs are always evolving in response to changes in actual
conditions in the service area. When demographics, economics, or technologies change, so do
resource needs and strategies for meeting them. While a concrete document is necessary to focus
discussion, parties’ positions evolve over the course of each resource plan proceeding, and from
one proceeding to the next. Commission decisions, too, may well be refined by decisionsin
subsequent proceedings.

. THE LEGAL STANDARD

The statute directs the Commission to “approve, reject, or modify the plan of a public utility,
as defined in section 216B.02, subdivision 4, consistent with the public interest.” Minn. Stat.
§216B.2422, subd. 2.

The rules require the Commission to consider at |east the following factors in evaluating resource
plans:

Resource options and resource plans must be evaluated on their ability to:

A. maintain or improve the adequacy and reliability of utility
service,

B. keep the customers' bills and the utility’ s rates as low as
practicable, gven regulatory and other constraints;

C. minimize adverse socioeconomic effects and adverse effects upon
the environment;

D. enhance the utility’ s ability to respondto changesin thefinancial,
social, and technological factors affecting its operations; and

E. limit the risk of adverse effects on the utility and its customers
from financial, ocial, and technological factors that the utility
cannot control.

Minn. Rules, part 7843.0500, subp. 3.



[Il.  THE COMPANY AND ITSRESOURCE PLAN
A. The Company

Xcel isan electricity and natural gas provider based in Minneapolis. Xcel was formed by the
merger of Denver-based New Century Energies and Minneapolis-based Northern States Power
Company. The Company has a combined total (regulated) generation capacity of more than
15,000 megawatts (MW) and serves about 3 million electricity customers and 1.5 million natural
gas customers through its regulated operating companiesin 12 states. In addition to Northern
States Power Compary's traditional service areas in the states of Minnesota, Wisconsin, North
Dakota, South Dakota, and Michigan, Xcel has customersin Colorado, Arizona, Kansas, New
Mexico, Ok lahoma, Texas, and Wyoming.

Xcel provides electric serviceto approximately 1.1 million customersin Minnesota. Thelargest
clusters of customersin Minnesota are in the Twin Cities and St. Cloud areas.

B. The Resour ce Plan

The Company’ s resource plan covers the period from 2000 through 2014. Xcel’s process of
producing the current integrated resource plan was similar to the one used for its 1998 plan. The
Company started its analysis by forecasting its customers' future demand. Xcel's forecast was
produced in June 1999 and then re-calibrated to the Company's most recent short-term budget
forecast, devdoped in February 2000. In itslast resource plan docket, the Company's forecast
methodology was approved with minor modifications; the forecast for the current filing was
produced using that methodology, as modified.

The Company created a comparison (or base) scenario to use asa benchmark to compare with
other planning dternatives. The Company assumed alevel of demand-side management (DSM)
recommended by a DSM work group created dter the last resource plan docket. Other

assumpti ons used in creating the comparison scenario are listed on pages 33-34 of the Company's
July 10, 2000 filing. Using its assumptions, the Company applied the Electric Generaion
Expansion Analysis System (EGEAS) model to find the plan of generation additions that
minimized economic impacts. The Company then tested the sensitivity of resource additionsto a
slower or more robust economy with associated changes in the demand for electricity. The results
for the three cases were asfollows: for the semi-low forecast, a present valueof revenue
requirements (PVRR) of $23.8 million (2000 $) for 3,235 MW of cumulative capecity additiors;
for the median forecast, a PVRR of $26.7 million for 4,175 MW; and for the semi-high forecast, a
PVRR of $30.2 million for 5,200 MW.

Xcel created asignificant number of DSM and supply-side scenariosto compare to the base
scenario described above. For example, Xcel evduated various incentive levels for DSM projects,
and the Company looked at various ways of meeting the 50% and 75% conservation/renewables
scenarios required by Minn. Stat. § 216B.2422, subd. 2. The Company also considered scenarios
involving premature shutdown of the Prairie Island Nuclear Plant and 20-year life extensions for
both nuclear plants.



NSP determined its projected resource additions by comparing its projected resource needs or
obligations with the Company’s committed resources. NSP' s resource obligations included the
forecast of summer peak demand, the MAPP minimum reserve requirement of 15%," and
contracted obligations to sell to others.

Xcel indicated that, when the uncertainties of forecasting, power supply, and reserve margins are
taken into account, the Company's cumulative resource needs range from 4,650 to 7,500 MW by
the end of the planning period. The Company added that its DSM goals reducethose long-term
projections to between 2,350 and 5,200 MW. Xcel added that nearer term projections of needs are
less uncertain.

Xcel estimated its supply-side resource needs by the given dates to be in the following ranges. by
2005, 176-1,009 MW; by 2010, 663-2,002 MW; and by 2014, 1,918-3,563 MW ? The Company
proposed to meet its resource needs primarily through a series of competitive procurement
processes. The planned schedule for the various acquisitionsis given in Tables 1-1 on page 15 and
3-1 on page 31 of the resource plan. Xcel noted that additional requests would be necessary to
replace capecity from itsnuclear plants.

V. SUMMARY OF COMMISSION ACTION

The Xcel resource plan islong and complex, explainingin detail the factual assumptions,
analytical tools, and business and policy rationales behind the hundreds of decisions which make
up the plan. Most of these decisions are routine, but some are contested, and a few raise important
public policy issues.

In this Order, the Commission modifies certain sections of the resource plan as authorized by
Minn. Stat. § 216B.2422, subd. 2 consistent with the public interest and approves the entire plan as
so modified.® In the following sections, the Commission will explains the modifications it has
made to the Company's 2000-2014 Resource Plan and any requirements it is making with respect
to the Company's next plan.

! Xcel suggested in its resource plan that price volatility in thewholesale market could
necessitate raising utility reserve margins above this current minimum.

2 For its median forecast, the Company's projections are 555 MW by 2005, 1,270 MW by
2010, and 2,735 MW by 2014.

% In addition, while considering X cel's Resource Plan, the Commission concluded that it
would be appropriate to examine the potential for the Company's rate and tariff design to achieve
DSM savings and to send appropriate pricing signals to ratepayers. The Commission has opened
anew docket andissued a separate Order opening this investigation: In the Matter of an
Investigation into Using Rate Design to Achieve the Demand-side Management Goals of Xcel
Energy, ORDER OPENING INVESTIGATION, Docket No. E-002/CI-01-1024 (July 20, 2001).
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V. PLANNING PROCESS AND DEMAND FORECASTS
A. Party Comments

The Company's planning process and demand forecasts were generally uncontroversial. While the
Prairie Island Community (Pl Community) argued that independent power producer activity could
significantly increase as Minnesota moves to a more open market, the impad of this devel opment
on Xcel's power needs remains speculative at thistime.

The Department stated that X cel's forecasting was reasonabl e for planning purposes and
recommended that the Commission accept the Company's forecast of energy requirements and
summer peak demand. The Department noted some discomfort, however, with two adjustments
that the Company made in its forecasting process. For the years 2000-2004, X cel substituted its
short-term budget-oriented forecast for itslong-term forecast. For theremaining years of the
planning period, the Company adjusted its long-term forecast by subtracting from it the difference
between the 2004 long-term and short-term forecasts. The Department recommended tha X cel
meet with the Department and any other interested parties by September 1, 2001 to discuss waysto
improve the integration of the short- and long-term forecasts.

B. Commission Action

Having considered the parties comments, the Commission will accept the Company's forecasts of
energy requirements and summer peak demand as reasonable and adequate for planning purposes.
The Commission will also accept the Company's bidding plan as a reasonable and prudent
approach to meeting customers needs, recognizing that some change in specific dates and amounts
are likely as the procurement process moves forward.

Asto the Department's concern for integrating the short- and long-term forecasts, the Commission
finds the Department's recommendation appropriae and will, therefore, direct the Company to
meet with the Department and any other interested parties by September 1, 2001 to discuss
integration of the short- and longer-term forecasts and possibly other modeling issues and require
the Company to use cost information from its all-source winning bids to evaluate the cost of future
resources in both its IRP and the all-source bidding process (see page 26 of the Department's initial
comments).

Regarding theinformation requested by the Department, the Commission believes that this
information could be helpful and will, therefore, require the Company to submit the information
requested by the Department (in the format specified in Table 14 on page 22 of the public version
of the Department'sinitial comments) as a compliance filing in this proceeding or before the
issuance of its next all-source bid RAP, whichever comes first, and also require the Company to
provide the same type of information in its next resource plan.

VI. RESOURCE NEEDS/ RESERVE MARGIN
Xcel included in its resource plan a concern about the adequacy of a 15% reserve margin under

current conditions. Xcel suggested in its resource plan that price volatility in the wholesale market
could necessitate raising utility reserve margns above this current minimum.



The Department commented on X cel's suggestion that utilities might have to increase their reserve
margins (e.g., to 20%). The Department reported the Company as stating that assumptions on the
value of unserved energy is the prime reason for its tentative conclusion that inareasing their
reserve margins might be appropriate. However, the Department questioned theaccuracy of the
Company's choice of $3,000 per MWh and its decision to use the figure throughout the planning
period. The Department added that sensitivity analysis revealed the Company's expansion plan
changed as the assumed value was increased from $0 per MWh toward $3,000 per MWh. In view
of these considerations, the Department recommended that the Commission withhold any
conclusion on increasing the reserve margin until at least the next resource plan proceeding. The
Department also recommended that the Company bedirected to meet with the Departmernt to
discuss EGEA S modeling of unserved energy and other concems.

The RUD-OAG also recommended that the Commission not approve any increase in the reserve
margin at thistime. RUD-OAG stated that the Company did not provide any documentation that
20 percent would be a cost-effedtive level.

At the hearing, the Department focused its objection on the Company's use of $3,000 per Mwh
when modeling the cost of unserved energy and its use of this the figure throughout the planning
period. The Department argued that using this high number tended to overestimate the cost of
energy that the Company would be forced to buy if its resources were inadequate to meg demand
and hence overvalue the benefit of (and hence inappropriately promote) increasing its reserve
margin. The Department recommended that the Commission require the Company to use the
customer buyback rate instead of the $3,000/MWh when modeling the cost of unserved energy and
use that rate only in the peak months.

The Commission is not convinced that the record supports or even that it is necessary to choose at
this time the exact proxy that Xcel should use when modeling the cost of unserved energy. The
Commission clarifies that the Company is not proposing to change the reserve margin at thistime
so the issue of appropriate modeling proxy is not imminent. At the same time, however, the
Commission recognizes that the Department has identified an issue of potential future relevance
and the Company has been made aware of the Department's concern.

For now, then, the Commission will not specify a particular number but will simply direct the
Company to use an appropriate number when modeling the cost of unserved energy and be
prepared to justify that number to the Department. The Commission expects that the record will
be fully developed on thisissue if and when it returns to the Commission.

VIil. DEMAND-SIDE MANAGEMENT ISSUES
A. I nvestigation to Increase DSM Financial I ncentives

Both ME3 and CEE recommended that the Commission review and update Xcel’s DSM financial
incentive mechanism.

The Department, however, argued that to reopenthe financial incentive issue as pat of this
resource plan docket would be inappropriate because the Commission can decide whether Xcd’s
financial incentive plan should be modified when it reviews the annual CIP tracker filings.



The Commission agrees with the Department on this point. Under the Company's current DSM
financia incentive plan, incentive mechanisms are monitored and the incentive plans are reviewed
as part of the utilities' financial incentive and CIP tracker filings made in May. Thisis adequate
occasion for updating Xcel’s DSM financial incentive mechanism as warranted.

B. Demand-Side Management (DSM) Goals

DSM goals (energy and capacity impact goals associated with conservation and load management
expenditures) impact resource plansin that DSM reduces the amount of energy and/or power the
company will have to provide to its customers. DSM achievements are considered resourcesin the
resource planning process because they prolong a company's ability to meet the energy needs of its
customers without producing or procuring additi onal energy.

1 Xcel'sProposal: DSM Base Scenario

The Company created a comparison (or base) scenario to use asa benchmark to compare with
other planning dternatives. The Company assumed 1) an energy conservation goal which was

6 percent higher than the 1998 energy consearvation goal; 2) a demand savings goal which was1
percent higher than the 1998 demand savings goal; and 3) DSM expenditures or costs (incentives
to ratepayers) projected to be 2 percent higher than the 1998 plan.

The Company based this base scenario on the recommendations of a DSM Work Group that it
created after the last resource plan docket. The Company noted that the Work Group was
composed of NSP staff, environmental organizations, regulatory agency staff, a customer
organization, and supporting consultants.

2. The lWLA's Recommendation: 125 Percent Scenario

The IWLA recommended ahigher level of DSM ex pendi tures than proposed by Xcel. The IWLA
stated that it participated in the Company's DSM Work Group but still believes that a higher level
of DSM expenditures than proposed by Xcel iswarranted. The IWLA explained that, since Xcel’s
DSM analysis was completed, a substantial change in the cost-effedtiveness of DSM has occurred.
This change is due to the increasein natural gas prices, making additional DSM expenditures cost-
effective.

The IWLA recommended requiring DSM expenditures at alevd equal to 125 percent of the
Company's proposed scenario. Cumulative energy savings for the 15 year planning period
associated with the 125 percent incentive level (2,935 GWh) are 12 percent higher than Xcd’s
proposed goal. Cumulative demand savings associaed with the 125 percent incentive level
(1,030 MW) are 13 percent higher than Xcel's proposed goal.

The IWLA dated that setting DSM goals too high could result in fever energy savings because
without the hope of earning afinancia incentive, the Company might curtail spending above the
mandated 2 percent CIP spending level. Thus, the IWLA suggested that the DSM goal be set at an
ambitious yet achievable level: 125 percent.



3. Center for Energy and the Economy (CEE): 125 Percent Scenario

CEE al so recommended that the Commission adopt the DSM goals at the 125 percent incentive
level. CEE suggested that the increased goal should be recognized as aggressive and be revisited
in the Company’ s next resource plan.

CEE participated in the Work Group that Xcel convened to find additional energy savings. CEE
stated that the Work Group found that there is alarge degree of uncertainty in estimating future
energy savings becausethe market for some technologiesis largely saturated and there is
uncertainty about the costs, availability, and timing of new technologies.

Nevertheless, CEE stated that recent developments warrant are-evaluation of the Work Group's
findings. CEE noted that subsequent to the completion of the Work Group activities, Xcel
finished its EGEAS analysis, which indicates that its PVRR is optimized at the 125 percent
incentive level. In addition, one of Xcel’s preliminary assumptions was that real natural gas prices
would not increase. And recently, large price spikes in natural gas have raised concerns. CEE
stated that as energy pricesincrease, DSM becomes more cost-effective and new opportunities
arise for additional savings.

4. The RUD-OAG's Recommendation: 125 Percent Scenario

The RUD-OAG noted that in Xcel’ s proposed base case plan, the Company's energy and demand
savings goals are only 6 percent and 1 percent higher respectively than the 1998 goals. The RUD-
OAG stated that the goals associated with the 125 percent incentive level are cost-effective,
realistically achievable, and consistent with the Commission’s desire to encourage Xoel to set
higher DSM goalsin this resource plan. The RUD-OAG stated that analysis of the risks and
benefits may lead the Commission to adopt DSM goals higher than the 125 percent level, but not
higher than the 175 percent incentive level.

In support of its position, the RUD-OAG noted, among other things, that the Company’s own
analysis shows that it is more cost-effective to adopt the DSM goals associated with the 125
percent incentive level than with the Company's recommended base case, and higher levels of
DSM may be more cost-effective depending on the actual transmission and distribution savings.
The RUD-OAG alsonoted that preliminary results for 2000 show that Xcel’ s energy savingsin
2000 were over 225 GWh and demand savings were over 166 MW at a cost of $34.8 million.
According to the RUD-OAG, this shows that Xcel is able to achieve substantially more
conservation at asignificantly lower cost than that proposed on an annud basis by the 125 percent
incentive scenario.

5. The Department’'s Recommendation

The Department noted that every proposal to increase DSM spending above the minimum
statutorily mandated minimum CIP spending requirement involves a certain degree of risk. The
Department stated, however, that the risks and associated costs of each proposed level must be
weighed against the incremental benefits to be achieved. Based on its analysis of the benefits and
risks of higher DSM goals, the Department recommended that the Commisson adopt a goal

75 percent higher than the Company’ s proposal (base case scenario). Hereaf ter the Department's
recommendation is referred to as the 175 percent scenario.
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The Department argued that Xcd’s modeling led to overly conservative DSM gaels for two main
reasons: 1) it did not use current (much higher) naural gas prices and 2) did not adequately
consider transmission and distribution savings. Even so, the Department stated that the
Company’s modeling (conducted subsequent to the Work Group’ s recommendations) does not
support such alow DSM goal, but instead indicates an optimal level of DSM for Xcel lying
somewhere between the 125 percent incentive scenario and the 175 percent incentive scenarios,
depending on the true impact of DSM on the Company’ s transmission and distribution (T& D)
expenditures*

In addition, the Department stated that even under Xcel’ s outdated gas price assumptions and
considering that the most likely T&D benefits lie in between the extremes of no benefits and
maximum benefits, the Company's modeling shows tha the 150 percent scenario is optimal in
terms of minimizing the present value of revenue requirements (PVRR).

In doing its own DSM modeling, the Department used higher natural gas pricing assumptions
(based on current gas price information) and added the same avoided T& D costs as Xcel did. The
result was that the 175 percent incentive scenario was optimal scenario in terms of minimizing the
present value of revenue requirements (PVRR). According to the Department's modd, achieving
the results of the 175 percent scenario yields an incremental benefit of $56 million.

The Department acknowledged the declining efficiency of DSM spending (tha at higher levdsit
costs more to achieve additional DSM savings), but argued that the sensitivity scenarios reflected
those expected declinesin efficiency and that, therefore, the Company can be expected to achieve
the results of the 175 percent model > The Department concluded that the incremental risks and
costs of the 175 percent scenario are managezble and that the reward (the incramental PVRR
reductions) of that scenario outweighs the risk.

The Department's position was supported by Clean Water Action Alliance, MES, and the Pl
Community.

6. Commission Analysisand Action

The Commission begins its approach to DSM issues guided by the fact that increasing rdiance on
conservation is a dominant theme of the resource planning statute and that, all other things being
equal, cost-effective DSM is preferable to generation options in terms of air and water pollution
and preserving finite resources. The key question here is how much DSM is reasonable to
expect/require of Xcel. Having considered this matter carefully, the Commission is convinced by
the Department’s arguments that the 175 percent scenario is reasonable and, on bdance, preferable
to the Company’ s proposal.

* The Department noted, for example, that the Company's modeling results indicate that
Xcel'sPVRR islowest in the 125 percent incentive scenario even when Xcel assumed that DSM
has no impact on T&D costs.

®> The Department noted that the Company has, in fact, achieved the annual energy
savings of the 175 percent sensitivity scenarios every year from 1993 to 1998.
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The Company urged caution based on limitations in the modeling process, but the D epartment's
adjustments to the Company's modeling approach appear responsible. The Company also
guestioned whether it would be able to achieve the conservation savings associated with the

175 percent scenario. However, athough the Company will doubtless encounter decreasing
efficiency inits DSM expenditures as it pursues higher savings levels, the Department's modeling
shows that it will be cost-effective to spend at least the amount of money associated with the

175 percent scenario.

Also, history supports the Department's optimism about the Company's ability to achieve DSM
goals. Every yea from 1993 to 1998 the Company has achieved savings at that level and
preliminary figuresfor 2000 indicate that the Company was again ableto ataintheannua energy-
and demand-savings goal s of the 175 percent scenario, and at a cost more than $35 million less
than the average cost used in the Department's modeling.

In addition, the Department reported that X cel's consultant charged with creating the various DSM
scenarios informed the Department that the Company could achieve dl the DSM scenariocs and at a
lower cost than estimated.

Moreover, the Company's caution against a "sharp increase' in DSM goals or oending seems
overstated. The Company's currently approved demand-savings goal for 2000 is 85 MW, while
the annual average demand savings for 2002-2006 in the 175 percent scenario isonly 3 MW
larger: 88 MW. And while the increase in the ener gy-savings goal is much larger (42 GWh),
ramp-up time to achieve that goal seems more than adequate since the Company will have reserve
margins in excessof 20 percent through 2005 and will, hence, be ableto operate existing plants
longer to meet any energy-savings shortfallsin the first five years.

Finally, Xcel's Resource Plan (even incorporating the more aggressive DSM goals) does not
contemplate any energy needs that will be unmet from available resources for several years.
Before these needs necessitate procurement of additional resources, the Commission will be
reviewing future resource plans and revisiting the question of whether the 175 percent scenario is
appropriate. If, in fact, the 175 percent scenario proves unachievable, the Commission can adjust
it.

To conclude, having balanced the risks against the benefits and noting the safety net (ability to
adjust the goal in atimely manner if it proves unachievable), it appears to the Commission that the
175 percent scenario is the appropriate approach at thistime. The Commission will adopt the
DSM goals associated wi th the 175 percent incentive scenario: 3,253 GWh cumul ative energy
savings in Minnesata over the planning period and 1,174 MW cumulative peak demand savingsin
Minnesota over the planning period.

® The Commission will revisit the Company’s DSM gods in the next resource plan. If
the Commission, Xcel, or any other party finds it necessary to revisit the DSM goal decision
prior to the next resource plan, afiling could be made or the Commission could initiate an action
on its own motion. The Commission trusts that the Company will not interpret these statements
as an invitation not to exert good faith efforts to achieve the 175 percent goals adopted in this
Order.
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C. Reporting Progress Toward DSM Goals

As the previous section (Section B) indicates, the Commission has great interest in the Company
achieving significant DSM gains. To keep the Commission fully apprised of the Company's
progress in meeting the 175 percent incentive scenario, the Commission will order Xcel to report
on its progress to meet the goals as part of its next CIP status report to be filed April 1, 2002.
Similarly, the Department issues an analysis of Xcel’s statusreport in June. The Commission will
ask the Department to address in tha analysis Xcel’ s progress in meeting DSM goals.

D. Continued Development of M odeling I ssues

In addition, to facilitate further development of DSM modeling issues that play such an important
part in resource planning, the Commission will order the Company to meet with the Department
and other interested parties, priar to the next resource plan, to discussDSM modeling issues,
including but not limited to the sharp increase in DSM costs between 2014 and 2015, and the low
costsfor non-Minnesota DSM, as proposed by the Department and the Pl Communi ty.

VIIl. NUCLEAR POWER ISSUES
Xce's Prairie Idand Nucl ear Generati ng Facility produces approximately 1,100 MW. Xcd's

resource plan for the years 2000-2014 set forth three scenarios involving electricity generated by
its nuclear fadlity at Prairie Island:

. Scenario 1: Prairie Island operatesto the end of its licenses (2013 for Unit 1
and 2014 for Unit 2);

. Scenario 2: Shutdown in 2007 due to spent fuel restrictions’; and

. Scenario 3: Renewal of operating licenses. Prairie Island operates for

another 20 years: to 2033 for Unit 1 and to 2034 for Unit 2.

" The Commission clarifies that the Prairie Island legislation (Minn. Stat. 88 116C.771
and 116C.778) does not specify a shutdown date, but establishes alimit on the amount of dry
storage casks that can be used at the facility. When enadted in 1991, the shutdown date projected
based on full-scale operation and the 17 container limitation was 2001. Subsequently, the
Commission has approved an additional 195 storage spaces using temporary storege racksin the
section of the pool used for cask loading and unloading operations. In addition, the Company
received permission from the NRC to use a higher bum-up rate for thefuel at Prairie Island. Asa
result of this change, the reactors are refueled less often, generating fewer spent fuel asseemblies,
thereby extending the life of the storage pod and the generating facility itself. Dueto these
developments, all parties agree that the full-scale operation of Prairie Island facility has been
extended from 2001 to 2007.
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A. Xcel’s Plan and Comments

Xcel noted that the future of the Prairie Island facility depends on the resolution of the spent fuel
storage issue. The Company acknowledged that while movement can be seen in the federal effort
to develop a permanent repository, such as the development and relesse of a draft environmental
impact statement, the availability of arepository is at least 10 years away, beyond the 2007
shutdown date.

Xcel suggested that the most likely solution to its current storage dilemma s the private initiative
to establish an interim storage facility in West Central Utah on the reservation of the Skull Valley
Band of Goshute Indians. Xcel indicated that, while there will be legd challengesto the private
storage facility, the devel opers and Goshutes have so fa overcome challenges to the approval of
the lease agreement. Xcel stated that the legal issues will cost time and money but expressed the
belief that they can be dealt within atime frame tha makes this a viable option for away-from-
reactor storage.

The Company also listed two ways to increase on-site storage: re-racking the pool and adding
more dry storage containers. Xcel indicated that technical improvements have been developed
which would allow for athird re-racking of the pool at an estimated cost of $22,300,000 in 2002
dollars. Xcel pointed out that the dry storage facility at Prairie Island was constructed to
accommodate up to 48 spent fuel contaners.

Finally, Xcel proposed to maintain the option of replacing the steam generator in Prairie Island
Unit 1in 2004. Xcel explained that although it was initially believed that the generator vessels for
both units at Prairie IsSland would last through the license period, critical tube materials within the
generators have been showing signs of corrosion that have required unexpectedly high levels of
Inspection and maintenance and continue to deteriorate. As aresult, the Company explained, it
has continued to evaluate whether to replace the steam generatorsin Unit 1.

B. The Department’s Comments

The Department identified four major issues related to nuclear power:

availability of spent fuel storage for Prairie Island
replacement of a steam generaor at Prairie Island Unit 1
mitigation of the risks of early shutdown of Prairie Island
relicensing both Monticello and Prairie Island.

1. Availability of Spent Fuel Storage
The Department reviewed Xcel's options for securing adequate spent fuel storage (on-site and off-
site) for continued operation under existing legal requirements and found a lack of definitive
information.

2. Replacement of the Steam Generator for Unit 1
The Department examined both the ratepayer implications of the proposal to replace the steam
generator at Prairie Isand Unit 1 and the impact of the proposal on the present value of revenue
requirements (PVRR).
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. Regarding the ratepayer impact, the Department concluded it is unlikely that
installing a new steam generator would cause an increase in the cost of fud or
energy purchases, as long as Prairielsland continues to operate.

. Regarding theimpact of the proposal on the PVRR, the Department noted that only
if Prairie Island operates to the end of its operating license or beyond will the
replacement of the steam generator provide sufficient rewards to cover its expense
and, therefore, there is significant risk associated with the replacement of steam
generators at Prairie ISland. The Department noted, however, that since most of the
costs associated with the replacement of a steam generator are capital costs, costs
which areincurred at the risk of shareholders until recovery is requested and
considered in arate case, Xcel’s plan to keep open the option of replacing a steam
generator in 2004 is, at thistime, at the risk of its shareholders.

The Department concluded, however, that the Commission should take no position on the
Company's proposal to maintain the option to replace the steam generator in Unit #1 in 2004. The
Department argued that due to the uncertainty regarding the availability of spent fuel storage there
was not sufficient information to determine whether replacement of the steam generator would be
cost-effective.

3. Xcel's Planning for a Shutdown of the Prairie Island Facility

The Department then reviewed X cel's bidding process plans for securing replacement power in the
event that its Prairie Island facility was required to shutdown pursuant to the current legislation
(currently projected as someime in 2007). Refaring to the Company's "short time" scenario
(replacement available June 2007) and "long time" scenario (replacement available January 2009),
the Department noted that these timelines could possibly be shortened by overlapping (conducting
concurrently) certain parts of the bidding process. The Department noted, however, that if the
longest duration is assumed and no overlap were to occur, replacement power would not be
available until January 2009, fully one year after Prairie Island was shut down. Under this
scenario, even with significant overlap, the replacement power would not be available in time and
Xcel would need to purchase the replacement powe off the market to make up for the delays.

4. Relicensing the Monticello and Prairie Island Facilities

The Department agreed with Xcd that thisis the most economic approach to providing energy to
consumers and noted that both relicensing and not relicensing present environmental trade-offs.
The Department stated that if the facility is relicensed, more spent fuel will be generated and if the
facility isn't relicensed, it will most likely be replaced by fossil fuel generation, resulting in a
significant inarease in greenhouse gas emissons, seven percent higher thanfor the license
extension scenario.

The Department recommended that, due to the lack of definitive information on the availability of
spent fuel storage, the Commission take no action at this time on Xcel’s proposal to replace the
steam generator. The Department recommended that the Commission direct Xcel to issue the
Prairie Island contingent request for proposals (RFP) no later than the third quarter 2001.
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C. Comments of the RUD-OAG

The RUD-OAG agreed with other parties that Xcel shoul d, at the appropriate ti me, issue an RFP
for the replacement of Prairie ISland. Asto the specific timing of the RFP, however, the RUD-
OAG urged the Commission to balancethe considerations of maintaining reliability, ensuring cost-
effective options are not fored osed, and timing the RFP such that vendors will offer serious bids.

D. Commentsof the | zaak Walton League of America (IWLA)

IWLA stated that without a resolution to the storage problem, Prairie Island will shut down in
2007, requiring the replacement of 1,050 MW of power generation and that it is unrealistic for the
Company to rely on the Private Fuel Storage initiative as a solution to its storage dilemma,
particularly given the expressed opposition to the project by the Governor of Utah.

IWLA urged the Commission to require Xcel to issue a contingent bid RFP no later than

July 1, 2001. IWLA indicated that a July 1, 2001 issue date would alow bids to be received and
analyzed prior to the Company’ s next resource plan filingdue July 1, 2002. IWLA warned that
accepting the Company’ s proposal to reevaluate the timing of acontingent bid RFP at the end of
2001 would not allow action by the Commission in Xcel’s 2002 resource plan.

E. Comments of Minnesotans for an Ener gy-Efficient Economy (M E3)

MES3 characterized Xcel’s September 6, 2000 supplemental filing as a“wait and see” proposal.
ME3 suggested that Xcel has been delaying the development of a contingent bid RFP since 1995.
MES3 stated that the RFP was viewed as away to assure reliability and still not obligate the
Company to procure resources unless and until they are needed. ME3 asserted that areview of the
history of planning for the replacement of Prairie ISland demonstrates that regulators and the

L egislature have had expectations of a detailed analysis. However, Xcel has chosen instead to
substituteits own judgement on what amount of planning and and yS's isnecessary.

ME3 argued that given the enormous uncertainties regarding spent fuel storage, the looming
reliability crisis, the time needed to solicit and evaluate contingent bids, and the logistics of
bringing new resources on line, it is time to put our attention to finding the replacement capacity
for Prairie Island.

F. Commentsof the Prairie Isand Indian Community

The Pl Community recommended that the Commission order Xcel to immediately undertake
consultations with interested parties to develop a contingency plan and RFPs to replacethe power
production of Prairie Island and issue a contingent bid RFP no later than the second quarter of
2001. The Community also urged the Commission to set a strict time line to keep Xcel on track
and require the Company to report to the Commission on the progress being made.

Regarding Xcel's proposal to replace the steam generators at the Prairie Island facility in 2004, the

Community recommended that the Commission take no adion and put Xcel onnotice that the it
does not support expenditures related to the replacement of steam generators at this time.
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G. Comments of the Clean Water Action Alliance (CWAA)

CWAA stated that the Company's plan to operate Prairie Island for as long as possibleisin the
short-term interest of Xcel’s shareholders and is not in the long-term interest of society as awhole.
CWAA asserted that Xcel istrying to force arepeat of the 1994 situation in which the state is
forced to allow additional dry storage casks or face an immediate shutdown of Prairie Island and
the resulting energy shortage. According to CWAA, the Company's failure to propose a phase-out
plan and instead to propose replacing the steam generatorsin 2004 is part of that plan.

CWAA noted that nuclear waste storage and transportation issues remain controversial and
unresolved and criticized each of the suggested storage options examined by Xcel, including
Y ucca Mountain and Skull Valley, Utah. CWAA recommended that Xcel be required to
immediately produce a phase-out plan to replace the Prairie IsSland and Monticello nuclear
generating facilities.

H. Comments of Communities United for Responsible Energy (CURE)

Among CURE’s concerns are:

. the need for Xcel to develop alegitimate contingency plan for the
replacement of Prairie Island

. the need for areview of the environmental and cost assumptions underlying
the Limited Certificate of Need

. the development and use of externalities and socioeconomic costsin

estimating the value of continued operations at Prairie Island and the
associated replacement costs

. the development of the true costs to taxpayers of interim and long-term
storage of waste at Prairie Island.

As arepresentative of local communities, CURE indicated concern that the planning and reporting
requirements set out in the certificate of need and the 1994 Prairie Island leg dlation are carried
out. CURE advocated the integration of energy planning with decommissioning and waste
disposal issues and for greater public accountability in the funding, managing and monitoring of
nuclear waste. CURE noted that while it is the Company’ s responsibility to comply with state and
agency decisions, it is the responsibility of state agendes like the Public Utilities Commission to
enforce those decisions and represent the public interest.

. Commission Analysisand Action

Inits February 17, 1999 Order, the Commission had directed NSPto develop a bidding process
that was unbiased in its treatment of renewable forms of energy generation and submit it to the
Commission at least 90 days before filing any RFPs for new generation. At the hearing, Xcel
noted that the Commi ssion's February 17, 1999 Order effecti vely prevented Xcel (NSP's
successor) from filing any request for proposals for new generation until 90 days after the
Company had filed a description of its new all-source competitive bidding process.
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Subsequently, the parties (induding Xcel) agreed that X cel would provide a status report on its
new all-source competitive bidding process (providing fairness to renewables) by July 15, 2001
and that if the Commission waived the 90 day requirement of the February 17, 1999 Order the
Company would propose an RFP to the Commission by September 30, 2001.

The Commission finds that the purpose of the 90-day review requirement can be met while
accommodating the need to make responsible progress on preparations to replace thePrairie Island
generation, for Xcel to issue atimely RFP for replacament energy. The Commission notes that
parties directly aligned with the request for the new (far-to-renewables) bid process and the

90 day review (IWLA and ME3 in particuar) favored waiving the 90-day requirement in these
circumstances.

The Commission, therefore, will accept the parties agreement that Xcel provide a status report on
the fairness-to-renewabl es-in-the-bid-process issue by July 15, will waive the requirement that
Xcel file adesaiption of an unbiased all-source competitive bidding process (unbiasad in its
treatment of renewable forms of energy generation) at least 90 days before filing any request for
proposals for new generation, and will direct Xcel to propose an RFP to the Commission by
September 30.

IX. XCEL'SDISTRIBUTED GENERATION REPORT

In the stipulation filed in its merger proceeding (Docket No. E,G-002/PA-99-1031), Xcel agreed to
perform adistributed generation (DG) study and submit areport by the end of 2000. The
Commission accepted the stipulation, approved the merger, and directed Xcel to abide by the
stipulation.

A. The Company's Report

On January 5, 2001, the Company submitted its DG report, discussing the potential for DG on the
Company's system to meet customers needs economically, reduce transmission and distribution
investments, and improve air quality. The report also presented several case studies providing an
analytical framework for considering the effectiveness of DG in specific applications. Xcel stated
that its study and report provided a good starting point for continued discussions on DG'srole in
Minnesota's energy future.

B. Party Comments
1. The Department

The Department acknowledged that Xcel's report did not include distributed resources other than
generation, but accepted and agreed with the Company's explanation that the general analytical
approach of its study can be used to derive the avoided cost for an aea, which then can be used as
ascreening for potential DSM projects. The Department added that, since cost numbers are not
yet available for storage systems and DSM options, it is not possible to use the study to make any
conclusions about the broader caegory of distributed resources.

The Department stated that X cel's study was also limited in other respects, but despite the
limitations of the study, the Department recommended that the Commission accept the report as
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complying with the requirement in the stipulation and Order from Xcel's merger docket. The
Department also recommended that the Company use information in the report, as well other
information (e.g., natural gas prices, emissions, development of interconnection standards, and
consideration of combined heat and power applications of DG), when it prepares its DG tariff.

In its reply comments, the D epartment i ndicated that the Commission should focus on Xcel's
upcoming DG tariff. The Department suggested a 90-day comment period on the Company's
filing. The Department indicated that review of the DG tariff filing should help identify areas
needing further study.

2. RUD-OAG

RUD-OAG stated that the report is an important preliminary step to identify when DG may be
appropriate to serve the needs of Xcel's customers. RUD-OAG noted some shortcomings of the
report but did not recommend rejecting the report. RUD-OAG recommended that X cel include
DG as apart of itsresource mix in its next resource plan and that the Company develop a detailed
analysis of different types of DG taking into account factors such as reliability and environmental
impacts.

3. Minnegasco

Minnegasco staed that the focusis far too narrow and the approach too conservative as aresult,
the report ignored the comprehensive benefits that DG applications can provide to customers, the
environment, and overall system operation. According to Minnegasco, the review of DG
technologies should consider benefits of DG for both suppliers and customers, examine potential
barriersto DG, and develop incentives to promote these emerging technologies. Minnegasco
recommended that Xcel reviseits report to add case studies with combined heat and power
gpplications, including updated tables and emissions estimatesto properly refl ect that technology.

Minnegasco supported many of the other parties comments on Xcel'sreport: the likelihood of
cost reductions for DG technology; the limited nature of the Company's cod-effectiveness
analysis; the need for standardized, affordable interconnedion standards; the revamping of tariff
structures to ensure that DG applications are fairly treated; and theuse of DG incentives.
Minnegasco stated that additional follow-up work should be done now in this proceeding.

Accordingly, Minnegasco recommended that the Commission require Xcel to:

. rework its DG supplement by including a complete analysis of base-load cogeneration,
microturbines, and other appropriate DG technologies, using up-to-date costs and
forecasted cost reductions, applying system credits asis done in the Conservation
Improvement Program, and analyzing projects from the customer and societal perspectives

. continue to work with the parties in devel oping standardized interconnection standards and

in identifying and devel oping the components of the DG tariff, with the intent of reducing
regulatory barriers and devel oping regulatory incentives.
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4. ME3

ME3 objected that Xcel's report focused primarily on benefits to the utility rather than on benefits
to the customers, raised concerns about the economic analysis included in the report, and stated
that the report failed to deal with barriersto DG development. Finally, ME3 noted recent
reliability concerns, such as those in California, and argued that distributed technology could help
address the increased need for reliability occasioned by the use of sensitive electronic components.

M E3 recommended that the Commission:

. require Xcel to consult with the other parties for the purpose of implementing three
distributed generation pilot projects (using three different technologies at three different
locations) not later than September 1, 2002, with areport on the evaluation of these
projects to be filed no later than May 1, 2004

. require Xcel to file acomprehensive DG tariff no later than July 1, 2001, includingan
evaluation of the Standby Service Rider and provisions for fair and equitable grid access
through modern interconnection gandards and contracts

. open a docket to ensure that adequate regulatory mechanisms are in place to encourage the
development of cost-effective and clean DG and to evaluate various ways of acquiring DG
(e.g., through competitive bidding, the existing Conservation Improvement Program, or
alternative approaches).

S. CURE

Like ME3, CURE stated that the report looked at DG from the perspective of the utility and
therefore did not accurately reflect the full potential of DG. CURE listed several ideas for further
exploration--creative waysto deal with the need for backup and gandby service for DG options
sizing of fuel cellsto alleviate distribution complexities, and investment incentives for DG.

CURE agreed with Xcel that the current study should be considered foundation for further work on
distributed resource development. CURE expressed hope that the framework provided by Xcel
will lead to future policy recommendations about how to encourage DG and advance public policy
goals.

CURE recommended that the Department commission a supplemental report to allow a broader
economic development, exploring different sets of assumptions than usedby Xcel. CURE also
recommended that the Department and the Commission work toward developing a consensus
among stakeholders on generation costs, and how they may change, before analysisis started.
CURE added that the Department and Commission should make certain such information is
brought forward for public reviev and comment.

CURE explained that its primary concern is integrating energy data and analysis into planning
efforts at the state and local levels and recommended that the Department and Commission work
to facilitate theintegration of energy issues into comprehensive planning venues such as those
overseen by Minnesota Planning.
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Finally, CURE recommended that agencies and utilities work to develop inventories and mapping
projects, such asthe cogeneraion mapping project currently underway a the Minnesota
Environmental Qudity Board (MEQB), to facilitate "meaningful choice" for industries,
communities and other parties willingto work toward greater DG depl oyment.

6. North American Water Office (NAWO)

NAWO expressed disappointment in the report, both in the number of technologies considered and
the manner in which DG technologies would be used. According to NAWO, the problem isthe
existence of dirty and dangerous central station plants and the study should have focused on how
DG could contribute to solving that problem.

NAWO stated that suitable topics for study are thekinds and levels of incentives necessary to
persuade customers to install small generators. NAWO stated that Xcel could investigate the types
of incentives needed to encourage landowners to dlow installation of wind machines on their
farms and evauate the role of landfill gas and whole-tree burning plants. NAWO objected tha the
report totally ignored cogeneration, even though it was specifically mentioned in the stipulation.

NAWO recommended that the Commission reject Xcel's report and order the Company to
resubmit it with special emphasis on studying methods to replace significant amounts of fossil and
nuclear fuel, using changes in utility practices, marketing strategies, and other innovations needed
to attain thisgoal. NAWO also recommended that the Commission require the resubmitted report
to set atimetable for changing from central station power to DG.

C. Commission Analysisand Action

Although the Xcel’ s Distributed Generation (DG) Report is not all that it could have been (asthe
commenting parties have noted in detail), the Commission finds that the report substantially
complies with the requirement in the stipulation and Order in Xcel's merger docket (Docket No.
E,G-002/PA-99-1031) and will, therefore, approveit.

At the same time, the Commission isimpressad by the concerns raised by the parties and wil|
direct the Company to consider both thereport (a starting point as suggested by the Department)
and the issues identified by the commenting partiesin preparing the DG taiff filing. To assure
that parties and ather interested persons have an opportunity to develop the recard with respect to
these concernsin Xcel's DG tariff filing docke, the Commission will dlow interested persons

90 days from the date of submission to file comments on the Company's DG tariff filing.?

The Commission notes that this treatment of the DG Report is the best for the public from a
practical standpoint, too, since it allows the DG issues to be further developed in the practical
setting of the DG tariff docket, rather than getting bogged down in compliance filing disputesin
the context of this resource plan docket.

8 Xcel madeits DG tariff filing on June 13, 2001. It was assigned to Docket No.
E-002/M-01-937.
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X. OTHER GENERATION ISSUES
A. Conversion of Unitsat High Bridge and Riverside to Natural Gas

The Mississippi Corridor Neighborhood Coalition (MCNC), afederation of twenty community
groups dedicated to Mississippi River and neighborhood reclamation in Minneapolis, requested
that Xcel's Riverside Plant in Minneapolis be converted to use natural gasasafuel. MCNC
indicated that therequest is based on public health and environmental concerns, which it
identified.

As part of Xcel's merger docket, the Company agreed to study the feasibility and economic impact
of converting High Bridge Units 3 and 4 and then Riverside Units 7 and 8 to natural ges.

The Commission will not take definitive action on the conversion question at thistime, since the
Company's study has not been reviewed. Thisissue may be revisited.

B. Xcel's Obligation to Acquire an Additional 400 MW of Wind

IWLA indicated that, despite aflawed analysis of wind bidsin Xcel's 1999 RFP process, awind

project was awinning bidder. IWLA stated that thi s validates the provi sion in the Commission's
Order from NSP's | ast resource planning proceeding requiring the Company to add an additional

400 MW through its all-source bidding process.

IWLA expressed some concern, however, regarding Xcel's intention to fulfill the 400 MW of
wind requiremert, given the Company's decision to apply the 50 MW selection tothe initial
425 MW statutorily required rather than the additional 400 MW ordered by the Commission.
IWLA recommended that the Commission consider Xcel's selection of awind bid in the1999 all-
source bidding process to be ade facto fulfillment of the stipulation that wind be "least cost" and
that the Commission make afinding to that effect in its Order in this docket to remove any doubt
about Xcel's obligation to acquire 400 MW of additional wind generation.

The Commission agrees that X cel's selection of awind bidder in its most recent all-source bidding
processis promising and finds that there is insufficient reason at this time to go beyond the
language of the Order in the Company's last resource plan proceeding, which is clear about what
the Company is required to do.

C. Other Recommended M odificationsto Xcel's Resour ce Plan
Based on its view that Xcel underestimated the amount of independent power producer ectivity
likely to take place in Minnesota during the planning period, the Pl Community recommended that

the Commission order the Company to modify its resource pl an by:

. adequately addressing the availability and cost of current and anticipated independent
power producer (IPP) activity in Minnesota and naghboring states;

. fully describing its estimates of avoided costs for transmission and distribution (T&D),

specifying areas on its system which are highly stressed, and analyzing the impact on
appropriate levels of distributed generation; and
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. creating ati metabl e to achieve the 2001 and 2002 statutory biomass dates or, dternatively,
providing a plan for dealing with the consequences of violating the Prairie Island
legislation.

Regarding the PI Community's last-listed recommendation, the Commission does not believe that
thisis necessary or appropriate. The statutory requirements are what they are, Xcel knows wha
they are, and any possible violations of those dates are too speculative at this point. Asto the other
recommendations to require additional information on IPP activity, T&D costs, and DG, the
Commission does not find that it would be appropriate to prolong this proceeding by requiring
Xcel to file this material in this docket.

M E3 recommended that the Commission require that resources acquired during the planning
period include cogeneration and distributed generation when in the public interest. The
Commission will decline to make that clarification. The existing resource planning rules describe
when aresourceoption isin the publicinterest and the Commission finds no reason to elaborate
beyond that. At thistime, thereis no specific set of facts before the Commission requiring
application of those rules.

XI. TRANSMISSION AND DISTRIBUTION ISSUES
A. Xcel's Discussion

Xcel included an extensive discussion of transmission isaues. The Company discussed its
involvement with the Midwest Independent System Operator (MISO), tariff concerns, the Midwest
Area Power Pool (MAPP) transmission planning process, expanded use of the transmission
system, linedoading relief procedures, and plans for specific system improvements.

B. The Parties Comments
Xcel's discussion of transmission dicited significant comments from the other parties

The Department recommended that the Commission require the Company to providein its next
resource plan filing information on new transmission facilities down to 69 kV. The Department
suggested that the information be provided in the same format asis provided to MAPP for the
biennial transmission plan. The Department also recommended that the Commission require Xcel
to provide two other types of transmission information: 1) a copy of the Southwest Mimnesota
Bulk Transmission System Study regarding the Company's analysis of transmission issues near
Buffalo Ridge; and 2) in its next resource plan a region-by-region assessment of threats to the
Company's transmission system security and adequacy.

M E3 recommended that, because the 50% renewabledDSM scenario indudes 4,500 MW of cog-
effective wind resources, the Commission should require that Xcel develop aplan to instdl
transmission to movethat level of wind power to appropriate |load centers.

The PI Community recommended that Xcel be required to fully describe its estimates of avoided

costs for transmission and distribution, specify the areas of its system which ae more stressed, and
analyze how changing those costs would impact the appropriate levds of distributed generation.
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In its reply comments, RUD-OA G recommended accepting the Department's proposals and
rejecting the ME3 proposal. RUD-OAG stated that thereports requested by the Degpartment would
provide important information on additional transmission needs and identify plans for new
transmission to serve the Company's customers. However, RUD-OAG added tha it would be
premature (as requested by ME3) to require a plan to move 4,500 MW of wind generation; rather,
the information requested by the Department should be received and evaluated first.

Xcel accepted the Department's recommendation, stating that the Department's request for
information is reasonable given the importance of reliable delivery infrastructure.

C. Commission Analysisand Action

The Commission acknowledges the comments of all parties but notes that Xcd's major report to
the Commission on these issues is due November 1, 2001, as required by a recently enacted
statute: Minn. Stat. § 216B.2425. |n the interests of efficient use of resources of all parties and
not duplicating work, the Commission will impose no additional requirements at thistime.

XIl. OTHER ENVIRONMENTAL ISSUES
A. The Department's Comments

SO,: The Department dated that X cel has not performed any analysis to determine whether its
current strategy for contaning emissions of SO, is the least-cost method of compliance. The
Department recommended tha the Company be required to include such an analysisin its next
resource plan.

NO,: The Department stated that although Xcel currently isin compliance with NO,
requirements, the Company is continuing its analysis of needed reductions and how to obtain
them. The Department recommended that the Company be required to include in its next resource
plan an analysis explaining whether and how its NO, strategy is the least-cost method of
compliance.

Mercury: The Department stated that in response to discovery Xcel estimated air rd eases of
mercury from its sources in Minnesota to be 1,079 pounds in 1990 and 831 poundsin 1999. The
Department recommended that since the Minnesota Pollution Control Agency (MPCA) and X cel
cannot currently quantify reductions goals for the Company, the Commission require the Company
to include in its next resource plan an update on its mercury reduction goals, strategies, and
achievements.

CO, and global warming: The Department stated that global warming is a serious future threat
to our environment and that the Company therefore must continue to monitor potential regulations
and mitigation methods and to expand itscontingency planning. The Department indicated that in
its next resource plan the Company should provide 1) areport on industry-based initiatives for
cutting greenhouse gas emissons and 2) an expansion of its CO, contingency planning to check
the extent to which resource mix changes can lower the cost of meeting customer demand under
different forms of regulation.
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B. ME3's Comments

Mercury: ME3 stated that degite the serious nature of mercury emissions and despite the goals
of the voluntary reduction program, Xcel has identified no emissions reductions for year 2000.
ME3 recommended that the Commission require Xcel to report regularly on thetrend in its
mercury releases and to set quantitative targets for reducing emissions by an amount
commensurate with achieving the Company's share of the statewide mercury reduction goals.

Reduction of Greenhouse Gases: ME3 noted that Xcel has not yet released any evaluation of the
impacts of non-regulatory approaches to emissions reductions. ME3 cited increases in the use of
wind and DSM as a strategy tha would reduce greenhouse gases while providing other benefits,
including redudions in the releases of mercury, SO,, NO,, and particulates. ME3 therefore
recommended that the Commission require Xcel to expand its climate change preparation
activities to include voluntary emission reductiontargets and to prepare a plan to reach those
targets.

C. Xcel's Comments
Xcel stated that it isin compliance with all environmental regulations and argued that its
environmental compliance should be considered before environmental agencies and not by the
Commissi on in the context of resource planning.

D. The Commission's Analysisand Action
The Department and ME3 raise valid concerns that are a legitimate part of resource planning
considerations. The Commission has a statutory duty to take environmental and socioeconomic
effectsinto account in its decisions. In addition, methods and timing of environmental compliance
could have a significant effect on ratemaking, a key component of the Commi ssion's
responsibilities. In short, the Commission clearly has the authority to require in resource plans the
information requested by these parties.

Given the relevance of these issues and the Commission's responsibilities, the Commission will
require Xcel, inits next resource plan, to include thefollowing items:

a an analysisof whether the Company's current SO, strategy is the least-cost method of
compliance;

b. an analysis of whether the Company's current NO, strategy is the least-cost method of
compliance;

C. an update of the Campany's mercury reduction goals, strategies, and achievements;

d. acopy of the report on mercury that Xcel isrequired by statute to file withthe legislature
e. abrief summary of industry-based initiatives for cutting greenhouse gas emissions; and

f. after discussions with the Department, an expansion of its CO, contingency planning to

check the extent to which resource mix changes can lower the cost of meeting customer
demand under different forms of regulation.
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XI1l. MISCELLANEOUSISSUES
Parties raised several other concerns:

. whether statewide planning should replace the current process for
considering indvidual filings by the utilities;

. whether the uncertainty regarding electric utility restructuring in the
Midwest has "increased the perceived risk of investments relative to other
parts of the country" and "dampened" interest in investing in new generation
inthis part of the country;

. whether the Commisson should be involved in the directing of forecasts to
facilitate state energy planning, to foster the use of distributed generation
and renewabl e technologi es, and to help mitigate impacts of energy
generation and transmission demands on the regional system; and

. whether "trade secret” practices which have limited the openness and
inclusiveness of the Commission's dockets are overused or misused.

Although these issues may be significant and relevant to utility resource planning, the current
resource planning docket is not generic and therefore is not the gppropriate forum to deal with
them.

X1V. NEXT RESOURCE PLAN

In addition to the several specific directives that the Commission has given in this Order for Xcel's
next resource plan, the Commission claifies that the plan cover primarily the traditional five-state
service territory of Northern States Power.

Finally, the Commission will vary the two-year filing interval provision of Minn. Rules,

Part 7843.0300, subp. 2 and extend the date for filing the next resource plan from July 1, 2002 to
December 1, 2002. The Commission finds that the requirements for granting a variance pursuant
to Minn. Rules, Part 7829.3200 are met in this case.

. In light of thetime expended processing this resource plan and thenumber of items
directed to be added to the next plan, it would impose an excessive burden upon Xcel to
require it to file its next resource plan on July 1, 2002.

. Granting the extra time to incorporae the items identified in this Order into a solid
resource plan isin the public interest.

. Finally, since the filing deadline is set solely by Commission rule and not by statute,
extending that deadline does not violate a standard imposed by law.

Consequently, Xcel's next resource plan will be due on the extended date: Decembe 1, 2002.
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In the courseof its consideration of Xcel's Resource Plan, the Commission concluded that it would
be appropriate to examine the potential for the Company's rate and tariff design to achieve DSM
savings and to send appropriate pricing signals to rate payers. The Commission hasissued a
separate Order opening this investigation: ORDER OPENING INVESTIGATION issued

July 20, 2001 in Docket No. E-002/CI-01-1024.

ORDER
1 The Commission hereby approves Xcel's 2000- 2014 Resource Plan, as modified in this
Order.
2. The Commission accepts the Company's forecasts of energy requirements and summer

peak demand as reasonabl e and adequat e for planni ng purposes and accepts the Company's
bidding plan as areasonable and prudent approach to meeting customers' needs,
recognizing that some change in specific dates and amounts are likely as the procurement
process moves forward.

3. Xcel shall meet with the Department and any other interested parties by September 1, 2001
to discuss integration of the short- and longer-term forecasts and possibly other modeling
issues and require the Company to use cost informaion from its all-source winning bidsto
evauate the cost of future resources in both its IRP and the all-source bidding process (see
page 26 of the Department'sinitial comments).

4. Xcel shall submit theinformation requested by the Department (in the format specified in
Table 14 on page 22 of the public version of the Department's initial comments) as a
compliance filingin this proceeding or before the issuance of its next all-source bid RFP,
whichever comes first. The Company shall also provide the same type of informationin its
next resource plan.

5. Xcel shall use an appropriate rate when the Company models the cost of unserved energy
and justify that rate to the Department. Consideration of any possible change in the reserve
margin is deferred until at least the next resource plan proceeding.

6. Xcel shall report on its progress and ability to meet the DSM savings goals (s adopted
herein) in the Company’ s Conservation Improvement Program (CIP) status report to be
filed on April 1, 2002. The Department is asked to file acopy of itsanalysis of Xcel’s
April 1 Status Report with the Commission.

7. Xcel shall meet with the Department and other interested parties, prior to the next resource
plan, to discuss DSM modeling issues, including but not limited to the sharp increasein
DSM costs between 2014 and 2015, and the low costs for non-Minnesota DSM, as
proposed by the Department and the Pl Communi ty.

8. The Commission adopts the DSM goals associated with the 175 percent incentive scenario,
as proposed by the D epartment, ME3, CWAA and the Pl Community:

. 3,253 GWh cumulative energy savings in Minnesota over the planning period and

. 1,174 MW cumulative peak demand savings in Minnesota over the planning period.
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10.

11.

12.

13.

14.

15.

The Commission accepts the parties agreement that Xcel will provide a status report on the
fairness-to-renewabl es-in-the-bid-process issue by July 15 and propose an RFP to the
Commissi on by September 30, 2001, waives the requirement imposed by the Commission's
February 17, 1999 Order in NSP' s previous Resource Plan Docket (E-002/RP-98-32) that
NSP file a description of an unbiased all-source competitive bidding process (unbiasedin
its treatment of renewable forms of energy generation) at least 90 days before filing any
request for proposals for new generation, and directs Xcel to abideby its agreement to
propose an RFP to the Commission by September 30, 2001.

The Commission acoepts Xcel’s Distributed Generation (DG) Report as substantially
complying with the requirement in the stipulation and Order in Xcel's merger docket
(Docket No. E,G-002/PA-99-1031).

Xcel shall, inits DG tariff filing , consider the report and the issues identified by the
commenting parties.

Interested persons shall have 90 days from the date of Xcd's DG tariff filing to file
comments on the DG tariff filing. The Commission invites the partiesto rais in their
comments any DG issues that they believe Xcel and the regulatory agencies need to address
with respect to DG.

In its next Resource Plan, Xcel shall provide

a an analysisof whether the Company's current SO, strategy is the |east-cost method
of compliance;

b. an analysis of whether the Company's current NO, strategy is the least-cost method
of compliance;

C. an update of Company's meraury redudion goals, strategies, and achievements,

d. acopy of the report on mercury that Xcel is required by statute to file with the

legidlature;

e. abrief summary of industry-based initiatives for cutting greenhouse gas emissions,
and

f. after discussions with the Department, an expansion of its CO, contingency

planning to check the extent to which resource mix changes can lower the cost of
meeting customer demand under different forms of regulation.

In its next Resource Plan, Xcel shall cover primarily the traditional five-state territory of
Northern States Power Company.

The Commission grants a variance from the two-year requirement of Minn. Rules, Part

7843.0300, subp. 2 and designates December 1, 2002 as the filing date for Xcd's next
Resource Plan.
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16.  ThisOrder shd |l become eff ective immedi ately.

BY ORDER OF THE COMMISSION

Burl W. Haar
Executive Secretary

(SEAL)

This document can be made available in aternative formats (i.e., large print or audio tape) by
calling (651) 297-4596 (voice), (651) 297-1200 (TTY), or 1-800-627-3529 (TTY relay service).
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